MINUTES OF THE MEETING
EDUCATION SUBCOMMITTEE
50TH LEGISLATURE

February 23, 1987

The meeting of the Education Subcommittee was called to
order by Chairman Dennis Nathe at 7:57 a.m. on Monday,
February 23, 1987 in Room 104 of the State Capitol.

ROLL CALL: All members were present. Also present was Dori
Nielson and Jim Haubein of the Legislative Fiscal Analyst
office, Sib Clack of the O0Office of Budget and Program
Planning, and Deb Thompson, Secretary.

(Continued) UNIVERSITY SYSTEM - EXECUTIVE ACTION

Chairman Nathe said that funding, tuition and fees would be
discussed, continuing with Montana State University. He
turned the meeting over to Vice Chairman Jacobson to attend
other obligations. '

Dr. Tietz (010) said that when the formula was first used,
the majority of institutions had a decline in enrollment
while MSU was increasing. The subcommittee at that time,
chose to protect the institutions that were declining in
enrollment. That policy used a 3-year rolling average,
consisting of the previous year actual enrollment, the
current year estimate, and the coming year estimate. The
purposes of rolling average was to dampen fluctuations. MSU
had unfunded enrollments of around 600 students per year.
He said that the most damaging estimate of enrollment was
using projections. A consistent approach would be to use
the 3-year rolling average.

MSU revenue figures differ from those of LFA by about
$400,000 a year and compounds the declining enrollment
estimate which create lower funding level. The revenue
estimate differences stem from differing non-resident
student estimates.

Mr. Glen Williams, Vice President of Fiscal Affairs of
University of Montana, said they had a similar problem. A
change in enrollment mix with non-resident tuition declining
has an impact of about $400,000 for UM.

Mr. Ken Heikes said Eastern Montana College had the same
concern. Based on LFA calculation for gross fee revenues a
higher enrollment should be calculated. Also a problem in
calculation was that bad debts on student accounts was not
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figured into the calculation. This has an impact of $30,000
a year.

Dr. Lindsay Norman (101) mentioned an additional factor that
was due to the cyclic nature of the business. A three year
rolling average would give MCMST a current enrollment which
was about 1,700 students, compared to the 1,550 that was
used by the committee. This would have a budget impact of
approximately $600,000. The 1,550 number was not a valid
projection but is a valid floor to maintain accreditation.
Out of state enrollment was increasing and they had the best
retention of any of the institutions. He said that Tech
anticipates fiscal year enrollment next year of approx-
imately 1,600 students. A further decline is not expected.
A way to adjust for these more accurate enrollment projec-
tions would be appreciated.

Mr. Leavitt (130) said at Western Montana College the
enrollment has taken an upswing. The problem with going
back to a 3 year average is that college enrollment is up
and actual enrollment is needed.

Mr. Bill Byers from Northern said £he actual would be a
better figure. The three-year rolling average lies with the
decline cycle (140) and Northern is on the upswing.

When the budget is based on rolling projections, more
tuition has to be anticipated. A decision in the area of

non-resident students is needed. Part-time enrollment
factors were not increased but admissions and for out-of-
state fees factors were decreased. If enrollment estimates

were raised then tuition and fees raise.

Commissioner Krause (206) said there was no common base for
estimating projections. His concern was that there were no
adjustments for ups and downs. If the enrollment projec-
tions are 1low then the campuses are at risk of having
manipulations of projections by action on the house floor.
He suggested a solid base would be appropriate.

In the current biennium tuition shortfalls are a problem.
This was a financial drain on the campuses, particularly one
of them and the system added the surcharge to attempt to
meet the shortfall.

President Tietz said the MSU was concerned because in the $3
million reduction for the wuniversity system from fiscal
1986, MSU is absorbing $2 million of that decline and adding
$400,000 deficit in tuition because of non-resident enroll-
ment estimates.
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Dori Nielson clarified the revenue portion of the tuition
calculation. The surcharge had been included in LFA analy-
sis, comparison with other peer institutions shows similar
students fees (Exhibit 2). Tuition and fees will be consid-
ered after rechecking calculations.

Indirect cost recovery: Dori Nielson said the figures shown
in current level included a combination of actual income for
fiscal 1986, a historical perspective, and Special Session
ITII information. The current level rate of recovery is 85

percent of indirect costs. The governor's recommendation
was to allow the units to maintain all of the indirect cost
recovery for themselves. Indirect costs are intended to
cover institution costs associated with obtaining and
supporting grant activity (485). If indirect costs are
eliminated as a revenue source, general fund replacement
would be necessary. Every one percent change in recovery

rate amounts to $23,000. Sib Clack said that the executive
position was to allow the institutions to keep all their
indirect costs and then to discount the formula in order to
stay within budget constraints.

Commissioner Krause said every campus was becoming active in
grant activity (587). A substantial increase in indirect
costs will be seen in the future. They have the capacity to
train people in grants and research as demonstrated in the
MONTS program. Senator Hammond asked what this motivating
research had to do with instruction. He said that when
students needed access to teachers the research should not
be extended further.

Mr. Bruce Shively, budget officer for Montana State Univer-
sity, responded that he had worked previously on grants and
contracts. He mentioned that it was mostly the tenured
faculty that were successful in grant procurement. Also
that almost all contract payments occurred exclusively
during the summer, not the academic year. During the
academic year graduate students were paid from the contract
and this was not release time for the faculty.

Representative Iverson (699) asked for an estimate of the
percent of the total FTE that were involved in developing
research. (1-B) Representative Peck inquired about the
salary received from the grants projects. Bruce Shively
replied that the National Science Foundation policy was 2/9
of the academic year of 10 months. The use of research
grants to purchase equipment was discussed. Commissioner
Krause said that this was a critical issue. The grants
contracts allowed the purchase of the state of the art
equipment. This was used for classroom instruction and does
help.
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Representative Bardanouve (126) inquired as to how projects
were approved and if they were assessed to fit the role and
scope of the institution. President Tietz (141) said the
faculty depended on imagination and creativity to generate
the projects. However, there were certain requirements that
needed to be met. He mentioned a few requirements including
space, costs, and benefit to the institution. Representa-
tive Bardanouve requested a summary of how many research
projects were currently being done. Chairman Nathe men-
tioned the HB611 by Representative Brown that would be a way
to keep track of the indirect costs.

ADJOURNMENT: The meeting was adjourned at 9:00 a.m. The
next meeting was announced for 7:00 a.m., February 24.

I S eI
V) s T /,(,,r_m

DENNIS NATHE, Chairman

dt/2-23
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BOARD OF REGENTS OF HIGHER EDUCATION
STATE OF MONTANA

ENROLLMENT IN HIGHER EDUCATION INSTITUTIONS
IN THE STATE OF MONTANA

Fall 1986

January 15, 1987

Office of the Commissioner of Higher Education
33 South Last Chance Gulch
Helena, Montana 59520-2602
406-444-6570



1986 ENROLLMENT REPORT

Table 16. First-time Freshmen in Institutions
of Higher Education in Montana,
Fall 1985 and Fall 1986 (Cont'd)

T Numerical Percent
Ingtitution 1985 1985 Change Change

Out-of-state first-time freshmen

Montana University System

University of Montana 157 149 - 8 - 5.1
Montana State University 184 136 - 48 - 26.1
Montana College of Mineral
Science & Technology 23 35 + 12 + 52.2
Eastern Montana College 18 25 + 7 + 41.8
Western Montana College 24 27 + 3 + 14.2
Northern Montana College 12 7 - 5 - 41.7
Montana University System 418 379 - 39 - 9.3
Independent Colleges
Carroll College 87 84 - 3 - 3.5
College of Great Falls 8 2 - 6 - 75.0
Rocky Mountain College 39 61 + 22 + 56.4
Total 134 147 + 13 + 9.7
Community Colleges
Dawson Community College 15 12 - 3 - 20.0
Miles Community College 10 7 - 3 - 30.0
Flathead Vvalley
Community College 23 7 - 16 - 69.6
Total 48 26 - 2 - 45.8

State 600 552 - - 48 - 8.0

Within the Montana University System, first-time freshmen
decreased 3.9% from the previous year. In-state first-time freshmen
increased at all campuses except Eastern Montana College.
Out-of-sta;e first-time freshmen decreased by 9.3%.

26
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MEMORANDUM

UNIVERSITY OF MONTANA

DATE: February 22, 1987

TO: Representative Dennis G. Nathe
Chairman, Joint Education Subcommittee

FROM: Kenneth Stolz, Budget Director}iazy

SUBJECT: 1989 Biennium Revenue Projections - University of Montana

Attached please find a detailed explanation of the revenue figures
that I provided to your Subcommittee last Friday. Eal

As I testified Friday, we use the LFA projection methodology. The
only difference between ocur revenue estimate and that of Ms. Nielsen,
is the projection of the factors for the next biennium. She sets the
factors at their current level, while we project their continued
decline based upon our recent history as displayed on the attached
graph. Even if we were to experience no further decline of non-
residents in future freshman classes; we will experience a revenue
decline for three more years as our older classes with larger non-
resident enrolliment graduate.

Because projected enrollments are used to provide our funding, we
believe projected, not current, factors should be used to estimate our
revenue. ' '

we'would be pleased to respond to any questions that you, the
Committee or your staff have regarding these figures. Thank you for
your consideration.
KS/ks/89RevPr j.EMao
Attachments
cc: James V. Koch, President

Glen 1. Williams, Vice President for Fizcal Affairs
Jack Noble, Deputy Commissioner for Management and Fiscal Affairs



MEMORANDUM

UNIVERSITY OF mMONTANA

DATE: February 12, 1987

TO: Dori Nielson, Senior Analyst
Office of the Legislative Fiscal Analyst

FROM: ' Kenneth Stolz, Budget Director %

SUBJECT: Revised Biermmium Student Fee Revenue Estimates

As promised, we have revised our 1989 Biennium student fee revenue
estimates using your methodology with the latest data: winter quarter
FY 1986-87. We used a three year average of the change i each of the
fee factors to project the factors for the next biennium (please see
attached graph). The revised revenue estimate was calculated using
these revised factors and the enrollment found in the LFA Budget
Analysis. While the changes in the factors appear slight, they are
having a budget impact on this campus that totals in the hundreds of
thousands of dollars.

I would like to provide a brxef explanation for the decline in
revenue per FTE student for each fee:

Registration - budget reductions have required that we reduced night
and other offerings to the part—-time, non—-traditional student, so our
headcount to FTE student ratio is declining.

Resident (Incidental) - The average course load of our students is

increasing slightly. If a student chooses to enroll for more courses

within a total load of 12 and 18 credits, he or she pays no additional
fees.

Admission — The number of students applying for admission has ‘always
exceeded the number that choose to enroll. The number of "speculative”
applications (many non-resident) is. declining.

Non—-Resident — The proportion of non-resident students is declining
rapidly. Significant fee increases, as well as both actual and
proposed budget reductions, have diminished our ability to attract
talented students to Montana.

If we can provide any further specifics regarding these projec—
tions to you or the committee, please don’t hesitate to let us know.

KS/ks/89RevPr j.mo
Attachments
cc: James V. Koch, President

Glen I. Williams, Vice President for Fiscal Affairs
Jack Noble, Deputy Commissioner for Management and Fiscal Affairs
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